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Proprietors of rectifying plents; and others concérned:

1. Section 5022 of the Internal Rewenue Code of 1954, which
becomes effective on January 1, 1955, (derived principally from
section 3030(a)(2) of the Internsl Revemue fode of 1939) represents
a substantiel change in the basis for applying the rectification tax
to liqueurs, cordials, or similar compounds which contain fortified
W‘ine.

2. The prior law provided that ligueurs, cordials, and similar
compounds containing fortified wins be taxed at the rate of 12 cents
for each half pint or fraction thereof, The new law provides that
such products (other than bottled cocktails) containing more than
2 1/2 percent of wine baving an alcohol comtent in excess of 14
percent by wvolume shell be taxed at the rate of $1.92 per wine gal-
lon. Liqueurs, cordials, and similar compounds containing wine
(either fortified or unfortified) in a guantity less than 2 1/2 per-
cent of the volume of the finished product shall be texed at the
regular rectification tax rate of 30 cents per proof gallon.

3. As a result of the new law, the tax rate on &ll liqueurs,
cordigls, or gimilar compounds which contain fortified wine (includ-
ing vermouth) or which contain more then 2 1/2 percent by volume of
unfortified wine of an &lcohol content in excess of 14 percent by
volume will be chenged effective January 1, 1955. Accordingly, it
will be necessary that new formules be submitted on Forms 27-B
Supplemental, in quadruplicate, te the assistant regional commis-
sioner, Alcohol end Tobacco Tex, for all products compounded through
the use of fortified wine (including vermouth) or eny wine containing
more than 1/ percent of alcohol by volume. The new formulas should
be given new serial numbers and should state the alcohcl content of
the wine {including wermouth) to be used, and show the percent by
volume of wine in the finished product. Since it is necessary that
the correct tax rate be shown on each Form 27-B Supplemental, it will
be necessary that such forms be approved prior to Januwary 1, 1955, in
order that the products can be texpaid on end after that date.
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4e This industry circular is issued in anticipation of the
effective date of the new law and the regulations implementing the
provisions thereof, It is suggested that you review the formulas
which you are now using and where a formula provides for the use
of wine (including vermouth), containing more than 14 percent
alcohol by volume, in the manufacture of a liqueur, cordial, or sim-
ilar compound you submit Form 27-B Supplemental noting thereon that
gsuch formula is to be effective as of January 1, 1955.

5. Correspondence concerning this industry circular should
refer to the number thereof and the symbols OsATsPP.
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